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12 CFR Ch. VII (1–1–02 Edition)§ 702.108

[65 FR 44966, July 20, 2000]

§ 702.108 Risk mitigation credit to re-
duce risk-based net worth require-
ment.

(a) Application for credit. Upon appli-
cation by a credit union which fails to
meet its applicable risk-based net
worth requirement, and pursuant to
guidelines duly adopted by the NCUA
Board, the NCUA Board may in its dis-
cretion grant a credit to reduce a risk-
based net worth requirement under sec-
tions 702.106 and 702.107 upon proof of
mitigation of:

(1) Credit risk; or
(2) Interest rate risk as demonstrated

by economic value exposure measures.

(b) Application by FISCU. In the case
of a FISCU seeking a risk mitigation
credit—

(1) Before an application under para-
graph (a) above may be submitted to
the NCUA Board, it must be submitted
in duplicate to the appropriate State
official and the appropriate Regional
Director; and

(2) The NCUA Board, when evalu-
ating the application of a FISCU, shall
consult and seek to work cooperatively
with the appropriate State official, and
shall provide prompt notice of its deci-
sion to the appropriate State official.

[65 FR 44971, July 20, 2000]
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[65 FR 44971, July 20, 2000]

Subpart B—Mandatory and
Discretionary Supervisory Actions

§ 702.201 Prompt corrective action for
‘‘adequately capitalized’’ credit
unions

(a) Earnings transfer. Beginning the
effective date of classification as ‘‘ade-
quately capitalized’’ or lower, a feder-
ally-insured credit union must increase
its net worth quarterly by an amount
equivalent to at least 1⁄10th percent
(0.1%) of its total assets for the current
quarter, and must quarterly transfer
that amount (or more by choice) from
undivided earnings to its regular re-

serve account, until it is ‘‘well capital-
ized.’’

(b) Reduction in earnings transfer. On a
case-by-case basis and subject to re-
view and revocation no less frequently
than quarterly, the NCUA Board may
permit the credit union to quarterly
transfer an amount that is less than
the equivalent of 1/10th percent (0.1%)
of its total assets, to the extent the
NCUA Board determines that such less-
er amount—

(1) Is necessary to avoid a significant
redemption of shares; and

(2) Would further the purpose of this
part.
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